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GHI MORTGAGE INVESTORS 


A CANADIAN MORTGAGE TRUST 


2nd ANNUAL REPORT 


FOR THE YEAR ENDING DECEMBER 31st, 1975 


GHI MORTGAGE INVESTORS 


975 FINANCIAL HIGHLIGHTS 


Gross Income 


Net Income 


Total 


Income Distributed 470,017 


Per Unit ico ews 


% Return Per Unit 


Unitholders’ Equity 


For the 9 month period ending December 31st, 1974 
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BALANCE SHEET (unaudited) 


for the six months ended June 30, 1976 


To the Unitholders ersunesov19%e 1976 1975 
1976 1975 Spa 
Operations for the six months ended June 30, Assets ee oe $ 347,118 $ a 
1976 resulted in gross revenue of $347,118. Cash Mi $116,374 en ae — 
f mien Accrued Interest Receivable 43,526 Sion, $ 347,118 $ 283,904 
compared to $283,904. for the same period in Mortgage Loans at Cost (Note 1) 4,562,403 4,044,090 Pepsi ae ee eae 
1975, while net income during the period was $4,605,929 $4,191,651 interest 47,297 23,545 
$247,210. an increase of $27,833 or 12.7% over Liabilities =o ————= Advisory Fees 34,706 29,423 
1975. As a result, income per Trust Unit for the Bank overdraft $ 32,909 er = pe ee Fees oe see 
first two quarters of 1976 was $0.6556 compared Bank advances (Note 2) 718,000 338,000 gee sates a = 8227 
with $0.6424 one year ago. Your Trustees have Income Distribution Payable 124,066 116,411 $ 99,908 $ 64,527 
reer : Ree a £39 Ge per anit Accounts Payable and Accrued Nepincome forahe 
erefore approved a distribution of 32.9c ‘abiliti 
pee Be: 2 Tago tis pec ea period (Note 4) $247,910 “$218 077 
representing a substantial increase over the same = oo 
uarter in 1975 being 30.8c per Trust Unit . . ee ee Income Distribution 
a Sg Unitholders’ Equity Declared $ 247,001 $ 219,359 
Currently, loan demand is strong and the Trust has Trust Units (Note 3) Uindistributed lacome § 209 § 18 
maintained its funds at maximum investment. Unlimited Authorization of ; 
units without par value been ee Trust Unit 
We are pleased to report that a new line of seed 10 ( 100) $3,725,059 $3,725,059 pee ») ae vase Phot 
; P ae oe ; Re Income Distribution per 
credit has been negotiated with a second Canadian Undistributed Income ee ag ae Trust Unit 
Bank and subject to satisfactory security $3,725,268 $3,725,077 March 31 $ 0.3260 $ 0.3336 
SeO8290 $ 0.3087 


requirements will be available shortly. In addition, $4,605,929 $4,191,651 June 30 
a prospectus for an issue of new trust units has 
been filed with the Manitoba, Saskatchewan, 
Alberta and _ British Columbia Securities 
Commissions. We are therefore looking forward to 


STATEMENT OF CHANGES 


IN FINANCIAL POSITION (unaudited) 
for the six months ended June 30, 1976 


NOTES TO FINANCIAL STATEMENTS (unaudited 


for the six months ended June 30, 1976 


the additional line of bank credit, as well as the 1976 1975 1, MORTGAGES ee 
: : fae Pom All mortgages mature within 5S years. 
proceeds from the issue of new trust units to Source of Working Capital 2. BANK ADVANCES 
supply us with the additional funds required to Net Income $ 247,210 $219,207 The Trust has provided security to its bankers to support its 
expand our investments. Net Decrease in Mortgage Loans 459,017 = credit line. 
Net Changes in other Assets 3. TRUST UNITS 
and Liabilities 22,774 = The amount shown as Trust units issued and outstanding is 
We are pleased to report that at the end of the Issue of 685 Trust Units = 685,000 calculated as follows: 

: Ree Sa 377,100 Trust units issued $3,771,000 
second quarter, the loan portfolio was current $ 729,001 $ 904,377 Less iastorentene 45°941 
with no delinquencies or apparent problems. Application of Working Capital $3,725,059 

Reduction im Bank Loans $ 282,000 $ 404,000 The number of Trust units outstanding is shown as 377,100 
Reduction in Note Payable 200,000 ae reflecting the resolution to subdivide the units on the basis of 
; Net Increase in Mortgage Loans = 236,426 100 for 1 (each unit having a face value of $10.) approved by 
Distribution declared to Unitholders at the Annual General Meeting, March 22, 1976, 
L EC Unitholders 247,001 219,359 4. INCOME TAXES 

A. A. Portigal Issue Expense - 5,454 The Trust will not be taxed on income distributed to 
ke Net Changes in other Assets & unitholders as it qualifies as a “Unit Trust” under the Income 

Chairman Liabilities = 39,138 Tax Act of Canada. 

July 1271976 ; . $ 729.001 $ 904.377 377 5. NET INCOME PER TRUST UNIT 


Net income per trust unit is based on the average number of 
units outstanding during the period. 


We are pleased to report that our 
second year achieved a satisfactory 
performance. The financial highlights 
and supporting statements reveal that 
our net income for the year which was 
fully flowed through to the unitholders 
was $130.57 per unit, which on an an- 
nualized basis represents a 13.1% 
return on an original investment. Our 
assets increased by $1,225,870 to 
$5,085,350, and our portfolio of in- 
vestments is one that is well diversified 
and fully current. 

Your Trustees have adopted a 
policy that the interest return on the 
majority of loans made by the Trust are 
at a rate, floating over chartered bank 
prime with a pre-determined minimum 
interest rate applicable to the loan. By 
these means the income of the Trust is 
cushioned at all times to allow for a 
satisfactory return to the unitholders 
and during the year we have been 
successful in maintaining a spread be- 
tween the bank prime rate and income 
distributions of a range from 3.25% to 
4.3%. 

Although the Trust can lend money 
out for a maximum of 6 years, the 
history of our loans indicate a more 
rapid turnover. In 1975 $1,477,500 
was paid out and we advanced ad- 
ditional funds of $2,808,500. This 
“payout” represents approximately 
38.8% of our mortgage portfolio at the 
beginning of the year. The Trust en- 
courages these rapid turnovers by 
providing that most of its loans are pre- 
payable after an initial minimum period 
so as to afford unitholders greater li- 
quidity in the Trust’s portfolio. 

During the first twelve months the 
Trust had been in operation, it had 
received enquiries from time to time 
whether additional units could be is- 
sued. We were therefore encouraged 
to apply to the regulatory authorities 
for special permission to issue ad- 
ditional units over a short term period 
during the first week of April 1975, and 
were successful in increasing the in- 
vestment by unitholders by $685,000 
representing an additional 22.2% of 
the original $3,086,000 investment. 
The acceptance by the investing 
public of our place in the lending 
market was most encouraging. 

With our policy of careful growth 
and with increased responsibilities, 
your Trustees in 1975 appointed a 
Controller responsible for internal con- 
trol of the Trust’s activities. Mr. R.C. 
Deegan C.A. brings a great depth of 
experience to our operations and will 


CHAIRMAN’S REPORT TO UNITHOLDERS 


be an integral part of the planning of 
the Trust’s activities. Your Trustees 
and Officers regret the resignation of 
D.M. Drew and wish him well in his 
new undertakings. 

The Trust’s objective is to provide its 
unitholders with a balanced portfolio of 
mortgage investments consistent with 
the higher than normal return on their 
investment. It is the Trust’s policy to 
distribute all taxable income for each 
fiscal period and to that end the Trust 
paid to its unitholders for 1975 its en- 
tire net income of $470,017. 

To improve the trading potential of 
units on the Winnipeg Stock Exchange 
your Trustees are proposing the sub- 
division of the units to represent at 
$10. face value (100 for 1). A resolu- 
tion authorizing this action will be 
presented to the unitholders at the an- 
nual meeting. Your Trustees are 
hopeful that by such a move a wider 
interest in the units would be 
generated, resulting in greater liquidity 
for the unitholders. 


From its inception the Trust has 
been fortunate to attract to its Board of 
Trustees men who have a depth of ex- 
perience in all facets of mortgage 
lending, documentation, construction 
and property management. The 
quality of our portfolio is a reflection of 
the care taken in investment policies of 
the Trust. 

While there are still many uncertain- 
ties in the economy today, your Trus- 
tees concur that a conservative 
posture is to be adopted allowing for a 
growth rate that we can absorb without 
difficulty. In 1976 the Federal Govern- 
ment has requested that insurance 
and trust Companies increase their 
residential mortgage undertakings by 
750 million dollars. The result of the 
removal of these funds from the com- 
mercial lending market, will in our view 
create a greater demand for the Trust's 
funds in its areas of lending. We are 
looking forward to 1976 and we will 
continue to exercise our potential dur- 
ing this coming year. 


TS 


Oe 


A.A. Portigal 
Chairman 


GHI MORTGAGE INVESTORS 


(An unincorporated trust established under the laws of Manitoba) 


BA LANC E S H a=]! as at December 31, 1975 


ASSETS 


Cash 
Accrued interest receivable 
Mortgage loans, at cost (note 1) 


LIABILITIES 


Bank advances (note 2) 

Income distribution payable 

Accounts payable and accrued liabilities 
10.75% Note payable 

Unearned revenue 


UNITHOLDERS’ EQUITY 


Trust units (note 3) 
Unlimited authorization of units without 
par value 
Issued 
3,771 Units (3,086 in 1974) 


Approved by the Trustees 


F.J. Keks dy es 


Trustee 


AUDITORS’ REPORT 


To the Unitholders of 
GHI Mortgage Investors 


A.A. Portigal 
Trustee 


vous 


$ 5,093 
58,837 
5,021,420 


$5,085,350 


$1,000,000 
ies 
32,190 

~ 200,000 


1,360,291 


3,725,059 
$5,085,350 


1974 


$ 18,209 
33,607 
3,807,664 


$3,859,480 


$ 742,000 
42,217 
23,259 


6,495 


813,967 


3,045,513 


$3,859,480 


Ge aie 


We have examined the balance sheet of GHI Mortgage Investors as at December 31, 1975 and the 
statements of income and changes in financial position for the year then ended. Our examination included 
a general review of the accounting procedures and such tests of accounting records and other supporting 


evidence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position of the Trust as at December 
31, 1975 and the results of its operations and the changes in its financial position for the year then ended, 
in accordance with generally accepted accounting principles applied on a basis consistent with that of the 


preceding period. 


Winnipeg, Canada 
January 9, 1976 


Me 


Chartered Accountants 


STATEMENT OF INCOME 


year ended December 31, 1975 


(with comparative figures from March 7, 1974, 
the date of establishment of the Trust, to December 31, 1974) 


Revenue 
Interest on mortgage loans 
Interest on short-term deposit receipts 
Prepayment bonus interest and fees 


Expenses 
Interest expense 
Advisory fee 
Other expenses 


NET INCOME (note 4) 
DISTRIBUTIONS DECLARED 


INCOME PER TRUST UNIT (note 5) 


STATEMENT OF CHANGES 
IN FINANCIAL POSITION 


year ended December 31, 1975 


(with comparative figures from March 7, 1974, 
the date of establishment of the Trust, to December 31, 1974) 


SOURCE OF WORKING CAPITAL 
Net income 
Net proceeds from issue of trust units 
Bank advances 
Note payable 
Net change in other assets and liabilities 


APPLICATION OF WORKING CAPITAL 
Net increase in mortgage loans 
Distributions declared to unitholders 


oie) 


$ 606,458 
926 
8,562 


615,946 


63,558 
63,641 
18,730 


145,929 
$_470,017 
G47 0.047 


Oy CONSE 


975 


$ 470,017 
679,546 
258,000 
200,000 


76,210 
$1,683,773 


bSaleea ke hy Rel 


470,017 
$1,683,773 


1974 


$ 348,104 
6,083 
16,479 


370,666 


PA ENSHTE 
34,512 
12,464 


68,373 
$ 302,293 
$302:293 


Sie 106.52 


1974 


$9 1302,293 
3,045,513 
742,000 


205 vod 
$4,109,957 


$3,807,664 


302,293 
$4,109,957 


NOTES TO FINANCIAL STATEMENTS 


year ended December 31, 1975 


1. MORTGAGE LOANS 


The final maturity dates of the mortgages are as follows 


1976 $2,327,739 
IeWAT/ 358,707 
TI7e 522,974 
UNAS 433,000 
1980 1,379,000 

$5,021,420 


2. BANK ADVANCES 


The Trust has provided security to its bankers to support its credit 
line. 


3, “ERUSTUNITS 


The amount shown as Trust units issued and outstanding is calculated 


as follows 
1975 1974 
3,771 Trust units issued 
(3,086 in 1974) >o.7 7 1,000 $3,086,000 
Less issue expense 45,941 40,487 


$3,725,059 $3,045,513 


The 685 units issued on April 8, 1975 were issued for cash. 


4. INCOME TAXES 


The Trust will not be taxed on income distributed to unitholders as it 
qualifies as a “Unit Trust” under the Income Tax Act of Canada. 


5» INCOME, PER TRUST UNI 


Income per trust unit is based on the weighted average number of units 
outstanding during the year. 


ANALYSIS OF LOAN COMMITMENTS 


at December 31, 1975 


GEOGRAPHIC DISTRIBUTION 


SNS cs SC 


EEL ESE SOE LE LEIA ek 


BRITISH ; ALBERTA 


0 | SASKATCHEWAN | MANITOBA \ 1975 
Ee COLUMBIA \ 
2s | eae] \ 
< / SN ine gs eM 
ONTARIO 
: 
fa ( ' [ $100,000 | 100,000 
<u 21.7% 23% § | 23.4% ooo, 
= ‘ / | 2 
LL 
S , 4% ' ange 
2 5 | 1.6% : 2% 3% 
o O Sif RODENTS San Cea BER seksi SSS ESN SE oH ESS LEI LI RIES & sss RSS Na 
OTHERS LOANS COMMITTED % OF LOANS COMMITTED 
1975 1974 1975 1974 
Yukon $ 233,936 $ 376,935 4.7% 10% 
NorthWest Territories — $ 100,000 = 2% 
ESTIMATED PERCENTAGE 
TYPE OF LOAN AMOUNT AVERAGE OF 
ANNUAL YIELD PORTFOLIO 


FIRST MORTGAGE LOANS 


Commercial $1,285,707 
Development $ 684,307 
Residential $ 233,936 
$2,203,950 
SECOND MORTGAGE LOANS a 15.98% 
Commercial $1,954,351 || $1,533,923 | oo 
Development oS 250,000 — 


| $1,783,923 


CONSTRUCTION LOANS oe 


Commercial $ 440,000 || $ 975,000 
Residential $ 226,935 
$1,201,985 


WRAP-AROUND LOANS 


Commercial $ 423,119 || $ 421,806 


MATURITY OF LOAN 
COMMITMENTS 1976 


in force at December 31, 1975 : : $2,327,739 | 


1980 
$1,379,000 


QUARTERLY INCOME DISTRIBUTION PER UNIT 


for the year ending December 31, 1975 
QUARTER ENDING 
March 31/75 
June 30/75 
September 30/75 
December 31/75 


$0 to $50 scale 


ANNUALIZED PERCENTAGE RETURN 
BY QUARTER For the year ending December 31, 1975 


(0) 
194 13.3°% 13.6% 


0 
12.3% oe 
9.75% 
9.0% 9.0% 


March 31 June 30 ‘September 30 December 31 


ANNUALIZED 
% RETURN 


ae PER UNIT 
ROYAL BANK 
OF CANADA 
- PRIME RATE 


0% 


THE ROLE OF THE SHORT TERM LENDER 


As a short-to-medium term lender in the 
Canadian real property development market, 
GHI provides an important service to owners and 
developers seeking the specialized financial as- 
sistance available from the Trust. By close 
supervision, GHI assists the borrower in bringing 
an individual project to fruition. The Trust also 
enables the borrower to control his own long 
term financial destiny to a much greater extent 
than would be possible under other circum- 
stances. In the eyes of the borrower, this advan- 
tage far outweighs the short term cost of various 
financial packages offered by GHI. 

The diversity and scope of the operation of the 
Trust can perhaps best be illustrated by the fol- 
lowing examples: 


Homes for the North 


Responding to an acute housing shortage in 
an urbanized area of the NorthWest Territories, a 
small developer with a good reputation put 
together a housing development but was unable 
to proceed because of lack of institutional funds 
in his geographic area. The developer was as- 
sisted with a construction loan that enabled him 
to proceed with the complete development of a 
small community of single family homes. Once 
all construction on the development was com- 
pleted, the loan reverted to a first mortgage 
residential loan which was paid down as each 
completed home was sold. 


Completing the Package 

A developer was assembling a strategic site in 
northern Alberta but had only acquired a portion 
of the necessary land. He required additional 
funds in order to obtain the remaining portion of 
the land and also to provide financing during the 
period while the land was being rezoned, but did 
not wish to tie himself down with a long term 
mortgage. 


Upon review of the project, the reputation and 
financial circumstances of the builder, and upon 
being satisfied that the development would meet 
the needs of the market in that area, a short term 
first mortgage development loan was advanced 
to the borrower providing him with short term 
financing until a cash flow developed which 
enabled him to proceed with a high rise residen- 
tial and shopping centre development. 


Wrapping up the Package 

A hotel in Manitoba had a long term very low 
rate first mortgage as encumbrance against the 
property. The operation was very successful but 
while the owners wanted to expand and 
renovate, they did not wish to sacrifice the low 
rate of interest on their existing mortgage that 
would have resulted from remortgaging to obtain 
the necessary additional funds. 


A “wrap around loan” was provided at a sub- 
stantially lower total cost than would have been 
possible had the owners had to remortgage. The 
additional funds were advanced for renovation 
and expansion and, at the same time, the owners 
of the hotel then made payments on a regular 
schedule based on the existing first mortgage as 
well as the amount of additional principal ad- 
vanced for the addition. 


Nursing Home 
to Meet the Need 


A successful operator of a small nursing home 
in southern Alberta wanted to build a new, 
modern and much expanded facility. Although 
he had a substantial portion of the capital re- 
quired for the new facility, he was short of the 
total cost. An investigation revealed that the 
operator had proven ability, a high degree of ex- 
pertise in his chosen field and that there was a 
very evident need for the proposed expanded 
facilities. A second mortgage commercial loan 
was supplied which enabled the home operator 
to construct new ultra modern facilities for 144 
patients. 


AN OVERVIEW OF THE TRUST 


GHI Mortgage Investors is a whol- 
ly Canadian owned and operated 
Mortgage Trust, created under the 
laws of the Province of Manitoba, 
and which commenced operations in 
April, 1974. The Trust derives its in- 
come exclusively from interest 
earned on real property loans and is 
a short-to-medium term lender, 
restricting its loans to those maturing 
in 6 years or less. 


Objective 

The basic objective of the Trust is 
to build a balanced and diversified 
portfolio of mortgage investments 
designed to provide unitholders with 
an above average return on high 
security investment. In order to 
accomplish this objective, the Trust 
actively seeks investment opportun- 
ities across Canada in commercial 
and industrial properties such as 
hotels, office buildings, nursing 
homes, shopping centres, ware- 
houses, manufacturing facilities — 
as well as a wide range of residential 
properties and developments. 


Role of The Adviser 


GHI Mortgage Investors invests all 
of its money in loans arranged for it 
by its adviser, GHI Adviser Ltd. The 
Adviser was the sponsor and is the 


contractual adviser of the Trust and . 


provides professional expertise re- 
quired by the Trust to meet its objec- 
tives. The Adviser also reviews in- 
vestment opportunities, presents 
qualified applications to the Board of 
Trustees, provides the Trust with 
financial advice, controls liability and 
asset management, administers 
loans, maintains the books and 
records and administers and con- 


ducts the business operations of the, 


Trust. Its fees are regulated by go- 
vernmental agencies. 


Trustees 


The Trust is directed by a Board of 
Trustees noted for their expertise in 
the areas of real estate and finance. 
The Trustees form the decision- 
making body of the Trust and con- 
tract for the services of the Adviser to 
transact day-to-day operations. 


Income Distribution 
Policy and Ownership 
Beneficial ownership of the Trust 
is expressed in issued and out- 
standing “units”, transferrable in the 
hands of unitholders and which are 
listed for trading on the Winnipeg 
Stock Exchange. 


Under Canadian tax laws, the 
Trust qualifies as a conduit which 
effectively allows investors to parti- 
Cipate in a constantly changing port- 
folio of investments, receiving untax- 
ed income distributions from a pro- 
fessionally managed portfolio of 
mortgages. 

The Trust has no tax liability on 
distributed income which flows 
through to the unitholder without be- 
ing taxed and is then taxable as in- 
come in the hands of the share- 
holder at his or her personal tax rate. 
Unitholders may use distributed in- 
come from GHI as all or part of the 
$1,000 annual interest income that 
each individual is allowed free of 
taxes. Alternatively, unitholders may 
place units in self administered 
Registered Retirement Savings 
Plans. 


Past & Future 


Since its formation, flexible and in- 
novative management policies have 
enabled the Trust to maintain a high 
rate of return and avoid completely 
the problems that have plagued 
many real property related trusts in 


_ other parts of North America. Also, 


since the Trust cannot invest in real 
estate itself, long term leaseholds or 
in long term mortgages, it operates 
under constraints specifically de- 
signed to provide for a rapid turn 
over in its portfolio and thereby ad- 
just to changing market conditions. 

If, aS predicted by some econo- 
mists, 1976 sees a substantial re- 
duction in interest rates, then unit 


- earnings could rise as a spread de- 


velops between the rates at which the 
Trust is able to borrow money and 
the rate at which it is able to lend 
money. Falling interest rates could 
also spur construction activity and 
provide opportunities for the Trust to 
increase and diversify its mortgage 
portfolio. 


GH!I MORTGAGE INVESTORS 


TRUSTEES 


A.A. Portigal L. Shearer 
Chairman Vice-President 


T.A. Crosier W.C. Irish F.J. Keks J.T. McJannet 
Partner Partner Partner Partner 
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